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Relation of the Industrial 
Engineer to the Accountancy 
Department 


By F. H. VERCOE, B.Sc. 
The Steel Company of Canada, Ltd., Toronto 


(Before Hamilton Chapter, March 20, 1935) 


HE subject of this paper “The Relationship of the Industrial En- 
7 gineer to the Accounting Department” will be dealt with particu- 

larly in regard to technical progress and improvement in indus- 
trial plants. 

When you, gentlemen, look at the financial statement of a concern, 
what are you interested in mostly ?—the profits, reserves, liquid assets, 
the president’s report of business conditions during the year, or the 
prospects of profits for the future? I think the last statement “pros- 
pects of profits for the future” should be considered, especially in this 
period of emerging from a depression and finding markets, exports 
and values in a state of nervous flux. If you are fortunate enough 
to be an investor, you will want to know the management’s policy 
and attitude towards bettering their position, by reducing their costs, 
by taking advantage of every improvement in methods of manufactur- 
ing and selling. This is where management can and has profitably 
engaged the services of the engineer. Our present standard of living 
has been built up by the competition to produce for sale or barter 
a better article at a lower price than the other fellow. If we are to 
continue to progress as a people or as a nation, this principle must 
continue. To some this sounds like the “law of the jungle,” “dog 
eat dog.” Gentlemen, without delving into the evils of our present 
economic system, we as accountants and engineers must remember 
that this attitude for progress of not being satisfied with existing 
conditions but always searching for and effecting improvements has 
been the basis of our civilization. I want to make this clear, because 
the whole value of this paper hinges on this truth. In modern lan- 
guage we must continue to strive for better quality and lower costs, 
or we fail. 

Room for New Inventions 

What does the future hold? Listen to this statement made by 
Henry Ford recently—“Not long ago a newspaper quoted me as saying 
‘there will be more scientific progress in the next fifty years than 
there has been in the last thousand years.’ I didn’t say that because 
it was inaccurate. What I did say was ‘in the next twenty-five years’.” 

Listen also to the statement made by Mr. E. W. Beatty, Chairman 
and President of the Canadian Pacific Railway Company, at a luncheon 
meeting before the Canadian Pulp and Paper Association, after re- 
ferring to the financial and marketing problems of the industry, he 
said—“There is another factor which is almost equally important, and 
that is your plans for increasing the efficiency and economical opera- 
tions of your plants. To me this ranks in importance with the other 
two factors, because in it lies the greatest assurance of future and 
permanent prosperity.” 
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Further, Mr. Beatty narrates—“I belong to a business which has 
been criticized for not meeting by technical investigation, some of 
the difficulties of the last decade. Whether the criticism is warrant- 
ed or not I cannot say, but I can assert that the financial and other 
problems for a time, influenced the executives of the railways against 
research. They have now been convinced that such a policy is short- 
sighted to a degree. Consequently, they are approaching their prob- 
lems from the standpoint of improvement in efficiency and increase 
in economy and they have enlisted the support of the scientists and 
technicians, in order to show how best these results can be accomp- 
lished.” That is Mr. Beatty’s viewpoint. 

The scientific knowledge gained in the laboratory, research de- 
partments, is being taken advantage of by some companies more than, 
others. I do not think we are jumping at conclusions when we say, 
other things being equal, those concerns that take advantage of the 
scientific knowledge applied in their own business will be the ones 
to prosper. 

Some Suggestions About Financial Statements 

Getting back to the investor, and considering the statement “the 
prospects of profits for the future,” does this not suggest that the 
annual statement of a company would convey more information if 
it included some means of showing a yardstick of progress. For 
instance. 

(1) The amount of money invested in improvements (other than, 
replacements) by the management during the last year, or possibly 
the average over a period of years. 

(2) The actual savings derived from the above mentioned ex- 
penditures on improvements, expressed in yearly savings. 

(3) Expressing the net saving due to annual improvements as 
a percentage of the net profits. This might be considered as a “pro- 
gress indicator.” 

(4) Expressing this net saving due to annual improvements as 
a percentage of the expenditure on improvements (after allowing for 
interest and depreciation); this might be considered an “improvement 
indicator.” An example will show what we mean: 

Suppose a company made $1,000,000 profit. Suppose they had 
spent $300,000 on improvements and had made a saving of $100,000 
because of this. The “progress indicator’ would be 10% and the 
“imrovement indicator’? would be 334%. 

The “progress indicator” would reflect the quantity of activity 
along lines of progress, and their influence on profits. 

The “improvement indicator” would reflect the quality of progress 
along the same lines. 

These terms and this set-up is suggested from an engineering 
standpoint, as a means of measurement of improvement. This would 
be important information for the investor, particularly with the low 
rates of interest on securities which we now have. 


Engineer is a Specialist 

Now let us consider the Engineer in his most useful relation- 
ship to management. He is first and foremost a specialist with few 
routine duties. His real function is to solve problems, improve 
quality of products and reduce costs. He reports to management 
and works closely with the accounting department. Since costs are 
among his yardsticks for measuring performance and probably the 
most important factor to guide him in his decisions, it is essential 
that costs be accurate and interpreted accurately. The accounting 


99 








COST AND MANAGEMENT 


department in giving the management and the engineer an interpre- 
tation of what the figures mean, will find that their work is much 
more than merely that of compiling information. . They will find 
that the accounting department has the same possibilities for pro- 
gress as the manufacturing departments. The value of records, 
reports and accounting information on certain processes is bound 
to change. An accountant might ask himself the question—“Why 
am I compiling this information?—since we make little use of it” or 
“Why am I not compiling other information and submitting it to the 
management.” The question “WHY?” should be put frequently to 
all routine jobs, whether in office or factory. It is astonishing the 
improvements and simplifications that can be made by attacking in 
this manner. 

Assuming that the engineer is getting the correct information 
from figures submitted and explained by the accountant, there are 
several ways he may approach the problem to be solved for manage- 
ment. I note Mr. W. T. Brickenden in his paper on “Plant Engineer- 
ing in Relation to Costs” has considered the problems and improve- 
ments under “Materials, Direct Labor and Overhead” and has cover- 
ed many of the problems that confrent management of Indusirial 
plants. In this paper some of those points may overlap. A suggest- 
ed method of attacking the problems of the Industrial plants would 
be to consider them under the following groups—we have several of 
these groups: 


(1) To Improve the Quality of Product 


Consumers preferences influence manufacturing trends. If you 
are manufacturing a line of goods, the design of which changes 
rapidly, this may be the most important part of your business. In 
an industry that supplies what may be considered staple articles, 
this matter of improving quality may be completely overlooked. 
This is particularly true when management is concentrating too 
much on lower costs. Sometimes it is possible to improve the quality 
of an article and reduce the cost at the same time. Some time ago 
we took up the problem of improving the quality of our Bolts, par- 
ticularly Step Bolts and Carriage Bolts made cold. We wished to 
improve the appearance of square under the head, and if possible 
make the shank rounder. This was accomplished by changing our 
method of making the dies. This gave the desired quality and in- 
cidently reduced the cost of making the die. We have samples show- 
ing this improvement. 

And while we are discussing the improvement of quality of pro- 
duct, let us touch on the method of payment of labour, because this 
has a big influence on the quality of certain classes of work. In 
most cases the final decision regarding the methods of payment 
rests with management. 


Piece Work —probably the oldest method, but hard to 
set fair rate. Must watch carefully 
quality, repairs, scrap loss and tool 
costs. 

Day Work —can demand quality, but cost per article 


varies and is usually higher than with 
piece work. 


Bonus or Group Bonus—usually a modified form between piece 
work and day work. 
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It is interesting to note that while some concerns have been going 
to the group bonus system of payment, the Automotive trades in 
Detroit have recently discarded this method, and are now on day 
work almost entirely. The quality of work they turn out and the 
close limits they must work to, probably, is the reason for this. 
Generally, if you are making articles that require sales appeal, the 
improvement in appearance and quality will be a governing factor 
in the volume of business you receive. When your standard of qual- 
ity is set, then the search by engineer and accountant for lower costs 
begins. 


(2) Changes to Increase Production or Output 


Consistent with quality, this is one of the most attractive fields 
for reducing costs:— 

(a) Improving present equipment which may entail speeding up 
machines, giving lower labour costs and overhead, but pessibly greater 
tool costs and repairs. Remember for a given set of conditions there 
is a best speed, beyond which it is not profitable to go. Unfortunate- 
ly, the increased costs of operating at too high a speed do not show 
themselves immediately, and often the engineer in increasing the 
speed of a machine incurs a loss instead of a profit, as the following 
actual case shows: Machine speed 120 Bolts per minute; production 
40,000 pieces per ten hours; machine speed reduced to 80 Bolts per 
minute, production 35,000 per ten hours; and this proved the cheaper 
set-up, because the machine at the higher speed broke two sets of 
expensive dies in one day; whereas at the lower speed one die lasted 
two days. 

Many times so much stress is placed on reducing cost of direct 
labour that these other equally important items are over-looked. An 
Accounting System that subdivides the machinery into group centres 
so that costs on tools and repairs are more specific, and are more 
easily traced to individual machines or groups of machines, will bring 
about a means of interpreting and controlling these direct costs in 
a way that is impossible if lumped together departmentally. 

(b) Purchasing New Equipment. Mostly faster and better than 
machine it replaces. When first installed, essential that accounting 
department set up figures showing all details, including prod:ction 
per day, and cost of operation. Keep their report active until the 
engineer is satisfied that equipment and costs line up with his estimat- 
es, then discard this report and let costs go in regular channels. 

New equipment usually has troubles of its own for a while, which 
must be straightened out, and the above procedure will bring these 
to light. A point or two to consider when buying equipment: Be 
careful when purchasing semi-automatic equipment, that the average 
operator can handle it at rate it was intended. Sometimes the makers 
of equipment set a pace for operator that cannot be maintained. 
This requires slowing down equipment possibly to a point where it 
cannot compete with the old units, and such equipment may be a total 
loss. It is best if possible to consider fully automatic equipment 
where operator is a tool setter ov attendant. The trend appears defi- 
nitely in this direction. : 


(3) Savings in Dies and Tools 


Most businesses using machines require dies and tools and this 
may be a costly item, for certain classes of work, amounting to more 
than the direct labour costs. 

Quality of dies and tools is most important. They must be right. 
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Modern tool room equipment under supervision of a good tool room 
foreman is a very valuable asset. Consider this briefly under these 
headings: 

(a) Die Costs—Usually expressed as a cost per N.T. or per 1000 
pieces for each department, and then the die cost is pro-rated to the 
different sub accounts, which take care of the different classes of pro- 
duction. Since the actual die cost of these different sub accounts 
depends on (1) the average weight of the article, (2) the average life 
of the tools, and (3) the average cost of a set of tools, within the 
sub account, it may pay the accounting department to set up a system 
to gather this information. We did this in one department where 
costs were high, and it showed us that certain sub accounts which 
included special Bolts gave die costs many times what they had been 
pro-rated at, and many of the standard articles were charged too 
much. 

Of course, it only pays to investigate in this detailed manner 
when die costs are high. The information was kept by numbering 
each die and having a counter on each machine. A typical compari- 
son showed this. 


Pieces Cost of Cost 
Per N. T. Die Life Set of Tools Per N.T. 
Seb Aso. 6334 20,000 100,000 $25.00 $ 5.00 
Sub A/c B ..... 50,000 10,000 $20.00 100.00 
Sub A/c C ..... 30,000 200,000 $10.00 1.50 


This gives the accounting department accurate figures on die costs 
for the different groups, and it shows the engineer where his die 
cost is high. He has no control over pieces per N.T., but he can go 
after die life, and reduce cost of set of tools. The column “Cost per 
N. T.” is calculated from the first three columns. 

(b) Design of Tools—Particularly from standpoint of die life— 
Attention to detail essential here. Modified design with radius instead 
of sharp corner will sometimes increase die life five or six times. 
Example: Track Bolt with sharp corners—die life 30,000 pieces; 
with radius put in corners—150,000 pieces. 

Punch for Hot Nuts—with sh corner in recess—1000 pieces; 
with rounded corners—8000 pieces. yt are details that are usually 
known, but are easily overlooked. There is a fertile field for improve- 
ment here. 

(c) Tool Steels and their Heat Treatment—In most Shops the 
Steels and Heat Treatment are standardised for the different tools, 
and consequently it is sometimes difficult to make changes. Here 
progress has been made with scale free electric furnaces, special 
quenching methods and accurate control of all operations. 

(d) Die Stores—Have proper bins and shelving. Have this de- 
partment responsible for ordering all tools and have a place for every 
tool; also a system for ordering certain quantities automatically when 
a certain minimum is reached. This will avoid misplacing tools, and 
usually cheaper to make in quantities than one or two at a time. 
Avoids losses caused by mislaid dies, and failure to maintain stock 
on hand. 

(4) Saving in Cost of Handling 


(a) Layout of equipment and type of equipment—Where volume 
of article can justify it, trend is to make layout of factory by “pro- 
cess” instead of by “department.” This speeds up the work going 
through the factory, and reduces handling costs to a minimum. 
Most factories have both layouts. The process method usually has 
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machines located so that goods pass from machine to machine by 
conveyors and the last machine completes the article. Single pur- 
pose machines, that have raw material fed in one end perform seve- 
ral operations and have finished articles come out the other, are prob- 
ably the ultimate of this method. 

(b) Eliminate Handling to Scales—With departmental method of 
production it is usual to weigh all production between each operation. 
It has been suggested this extra handling to scales may be reduced 
by (1) use of counters at machines; (2) weighing material while 
being transported to next operation, either by scale suspended from 
crane, or scale on industrial truck. The high cost of handling can 
often be traced to the lost time caused by congestion at the scales of 
our manufacturing plants. 


(5) Reduction in Fuel Costs 


(a) Boilers—Mr. Brickenden mentioned in his paper, given be- 
fore this Society, last November, “Why so little attention has been 
and is paid to the question of economical production of steam.” 
Possibly one reason is that management is doubtful of the claims 
of the engineers on estimated savings. Another is that most month- 
ly cost exhibits for steam or steam heating give very little informa- 
tion regarding the true performance of the equipment. If you are 
not already doing so, weigh your fuel and measure the steam pro- 
duced, “Pounds of steam generated per lb. of fuel” is a standard 
ratio of comparison for boiler performance. Also the cost of steam 
per 1000 lbs. of fuel is a good index for comparison purposes. Both 
these items should be included in the monthly costs presented to 
management, as they tell at a glance how the boilers are performing. 

If you are figuring on reducing your steam costs by installing 
a stoker and burning a cheaper fuel, and if your estimate shows that 
the unit will be paid off in say three or four years, be sure that you 
have some arrangement that the price of this cheaper fuel will not 
increase during that period. Many a good saving on paper becomes 
an actual loss because of neglecting to do this. 

(b) Production Furnaces—Correct design and Insulation have 
played a big part in reducing the fuel costs of process furnaces. This 
is a specialized field and it probably pays to buy them rather than 
build them. 

If furnaces are not used continuously, but are lighted up each 
morning, there are further possibilities for economies by relining 
these furnaces with light weight Insulating Fire Brick. Remember 
the brick is fragile and will not stand abrasion, but it will take the 
temperature, and save as high as one-third the fuel in eight hours. 

An actual test on a modern type tool hardening furnace show- 
ed that it required 500 cu. ft. of gas and 1% hours to bring furnace 
from cold up to 1800° F. The furnace was then relined with insulat- 
ing fire brick and required 180 cu. ft. of gas and 35 minutes to reachi 
the same temperature from cold. 

One must be sure that design of furnace is right, so there is no 
mechanical abrasion or excessive impingement of flame directly against 
it. We have a sample of this brick, so you may compare it with the 
standard. Note how much lighter it is in weight. Might mention 
that there are big opportunities for improvement in furnaces for such 
a simple operation as heating ends of rods to forging temperature 
for say two inches and leave rest of rod cold. Present designs are 
poor, yet no one has put on the market a really efficient furnace for 
this class of work. 
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(c) Gasifying Oil—New development for producing gas at fur- 
nace from light fuel oil—consists of small cracking still. In some 
localities it supplies gaseous fuel much below the price of gas: (not 
gasoline). For control of atmosphere to minimize scale and also for 
temperature regulation, gas is usually more flexible than oil. This 
process enables light fuel oil to compete with gas in a way not pos- 
sible before. 

(6) Reduction in Power Costs 

(1) After making a power survey in a plant, which might point 
out that savings could be made by (a) eliminating power factor penalty 
with a condenser or synchronous motor; (b) by changing drives to 
load the motor more fully; (c) by keeping the peak demand as low as 
possible. 

(2) In addition to these, if you have blowers supplying air to 
furnaces, it is well to see that all blast grates are closed on furnaces 
not operating. This will reduce the peak and save power. One plant 
I know of kept all the blast gates open purposely because the man in 
charge thought it was easier on the blowers. The blowers sounded 
as if they were running smoother on full load, but an electric test on 
the blower motor convinced them they were wrong. 

(3) Influence on Power Costs by the length of the working 
day. With present set-up of paying for power, when cost is depen- 
dent on ten or fifteen minute peak load and the kilowatt hours con- 
sumed, it is interesting to note the reduction in power costs, as the 
plant operating hours are lengthened. Suppose you had a uniform 
load with no peaks and you were operating on a six-hour day, twenty- 
five days a month, and assume your cost of power is 2c per KWH, 
under these conditions your power costs would be as follows per 
KWH:—for 6-hr., 8-hr., 12-hr., and a 24-hr. day— 

6-hr. day 8-hr. day 12-hr. day 23-hr. day 


c c c c 
2.00 1.53 1.07 6.06 


If power consumption is an important item in your Plant, it might 
pay you to operate two or three shifts rather than a single shift. 


(7) Direct Saving in Cost of Repairs and Maintenance 


This is an attractive field for the engineer, as the investments are 
usually small and give a high savings return. The value of keeping 
in touch with the latest developments through contact with sales 
engineers, trade journals and visits to other plants, gives the indus- 
trial engineer a wide range of material to chose from. A freer ex- 
change of information among engineers and Shop men brings out 
these possibilities. _New materials and developments are always 
coming to the fore. New type bearings, which require no lubricant 
and save power are examples, as are the uses of non-shrinking and 
non-breaking heat-treated steels. These small leaks are sometimes 
completely overlooked; repairs are usually made in a hurry with an 
eye more to get the equipment back in production than to make a 
permanent repair by using superior materials that are on the market. 

We do not expect the accounting department to supply figures 
on these detailed costs, but the Engineer with the Maintenance Fore- 
man should make a survey of the weak links in equipment and set out 
to look for materials and changes in design that will improve matters. 
In some concerns the large stock of standard spare parts to replace 
certain items that break frequently has made repair work a straight 
routine job. The desire for standardization has taken away ail thought 


104 


RELATION OF ENGINEER TO ACCOUNTANCY DEPARTMENT 


for change and improvement, and management wonders why repair 
costs are not being reduced. 

If the accounting department would charge to the repair account 
besides direct costs, all losses incurred because of the breakdown of 
the machine, including loss of production and unfilled delivery prom- 
ises, I am sure the repair problems would come to light and be recti- 
fied more satisfactorily than they usually are. 

Progress or Improvements may be considered under additional 
headings, such as— 

(a) Savings to decrease scrap loss. 

(b) Savings in eliminating waste, etc. 
and each of these problems may be attacked in the same way, namely, 
that of not being satisfied with the existing conditions. 

The advantage of setting up an improvement programme in this 
manner is that— 

(1) It brings possible improvements and problems to one’s at- 
tention that might normally be overlooked. 

(2) It suggests a means of recording progress so one may re- 
view past improvements, with the idea of making further improve- 
ments in the future. 

(3) It sets the mental machinery in an attitude to look for sav- 
ings and brings home a good motto—‘‘After it is agreed that the thing 
is impossible, watch someone do it.” 

In concluding, may we say that the organization that embarks 
conscientiously on an improvement programme such as suggested will 
be really doing something to guarantee security for the future. In 
fighting a depression there is no defence like an offence. May we 
again remind you that to be successful in the improvement pro- 
gramme, The Relation of the Industrial Engineer to the Accounting 
Department must be one of mutual help, creative thinking, and ex- 
tremely close co-operation to make today better than yesterday, and 
tomorrow better than today. 





A story of Walter Lindrum taking the starch out of the billiard- 
marker who rashly gave him a game without first ascertaining his 
identity recalls the anecdote of Walter’s famous predecessor as un- 
questioned world’s champion, John Roberts. 

During his tour of New Zealand, John walked one afternoon into 
a small-town billiard saloon. The marker was alone and looking for 
business. 

“Have a game?” he asked Roberts, 

“All right,” said the stranger. 

“T’ll give you 50 in a hundred,” said the marker. 

“You’d better not,” warned Roberts. “You don’t know who I am.” 

“T don’t care who you are,” said the local champion. “I give 
everyone 50 start.” 

“But,” said John, “I am John Roberts, the world’s champion.” 

“Oh, well,” returned the marker “in that case I’ll only give you 
40 start.” 

* * * 

Antique Dealer: “This vase is over 2,000 years old!” 

American: “Don’t try that stuff on me, big boy. It’s only 1930 
now! A " ; 

_. Industry is that devotion to purpose which enables a boy to plan 
diligently for hours how to avoid ten minutes’ work. 
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Experience With Price Fixing 
Under the Codes 


By CORWIN D. EDWARDS, 
Technical Director of Staff, Consumers’ Advisory Board, 
Washington, D.C. 


(A statement at a price hearing in Washington, January, 1935). 


I. Business men have attempted, by the use of code provisions, 
to establish prices so high as to be obviously unfair to consumers. 
In some cases they have succeeded. Consider the price of common 
brick. From 1915 to 1933 the average delivered price was never as 
high as $13 except during the building boom of 1919-20. In 1926 
it was $11.72; and in 1929 it was $10.65. Today the average filed 
price for such areas as New York, Pennsylvania, Ohio, Illinois, Ver- 
mont, and Georgia—given us as representative by the code authority 
—is more than $15,—nearly a third higher than in 1929. Yet there 
is reason to believe that the present scale of wages is little, if any, 
higher than the actual wages paid from 1921 to 1929; and a liberal 
estimate for increased fuel costs would raise the total cost of pro- 
ducing brick only two or three per cent. The significant factor in the 
price increase seems to be the code for the Structural Clay Products 
Industry, which forbids prices below individual direct factory cost 
plus the weighted average indirect allowable cost as determined by 
the code authority. As yet N.R.A. has not reviewed the code author- 
ity determinations of weighted average indirect allowable costs, nor, 
except for one southern district, has N.R.A. obtained the data upon 
which these determinations are based. In this district costs were 
reported ranging from $3.45 to $17.08. Of the 45 reporting firms, 
87 showed costs below $9.50 and 18 showed costs below $8.00. The 
code authority set a minimum price of $10.50. 

It is not necessary to argue that boom prices established in the 
midst of depression are neither fair to the consumer nor conducive 
to recovery. Later speakers will offer similar illustrations from other 
industries. 

The determination of costs in such cases involves basic issues of 
policy. Shall costs include charges for excessive investment and for 
unused capacity? In the extreme case, shall the lumber industry be 
allowed to charge upon its 13 or 14 billion board feet of annual pro- 
duction the costs of a capacity to produce more than four times as 
much? Moreover, since costs often differ widely, shall the established 
price cover the costs of the most efficient, the average, or even the 
least efficient producer? It is highly questionable whether organized 
business groups should be permitted to settle these issues by agree- 
ment, thus making a matter of business judgment the law. 


17,000 Items 


Il. If the Administration could get and watch all the facts about 
each industry, the requirement of administrative approval might 
sufficiently safeguard unfairness in these legally protected prices. 
But this cannot be done. In the Business Furniture Industry, for 
example, when a manufacturer has set his price upon a so-called “base 


106 


EXPERIENCE WITH PRICE FIXING UNDER THE CODES 


product”, schedules established by the code authority tell him how 
much more or less he shall charge for other items in the same line. 
How can the government possibly watch the use of this power in the 
prices of perhaps 17,000 items? A government statistician told me 
last week that merely to maintain in Washington a file of the prices 
of comodities sold under N.R.A. codes would require an establishment 
equal to that of the library of Congress. 

The impossibility of getting costs is even greater than that of 
watching prices. In many industries business men are reluctant to 
supply cost information. In many other industries cost information 
is entirely inadequate. In the Paint and Varnish Industry, for ex- 
ample, the code authority has the privilege of determining the cost 
of processing which shall be used in calculating the price below which 
no one may sell. An able firm of accountants were employed to make 
the determination. They attempted to get figures from 164 of the 
2,000 members of the industry, and were able to get usable figures 
from only 34. Among the figures the variations were enormous, the 
highest cost submitted being as much as two or three times the low- 
est. The accountants themselves say, “The results displayed, it should 
be clearly understood, are not, in our opinion, acceptable in their 
present form as a basis for proclaiming lowest reasonable costs or 
loss factors, according to the provisions in the Code, and we do not 
submit them as final and representative.” Yet N.R.A. has approved 
processing costs for this industry, and under the code no manutac- 
turer may establish his selling price upon the basis of lower costs. 

Again, in Retail Solid Fuel nearly every group of costs examined 
has been patently incomplete and inadequate. Here isa chart listing 
for certain regions in the industry the inadequacies in the cost data. 
Each “X” indicates a point at which N.R.A. has had to give the force 
of law to a decision without having the facts which a good accountant 
would need to make an ordinary business judgment. 

Of course, N.RA. has attempted to prevent the establishment by 
code of unduly high prices. In the case of lead pencils, in which 
the code authority was to determine “a fair minimum price”, the 
proposed price schedules submitted to N.R.A. evidently interpreted 
fairness so liberally as to protect the least competent producer. 
Analysis of these schedules indicated that the proposed prices would 
have guaranteed by law a profit margin as high, in particular cases, 
as 60%. In this case the proposed prices were disapproved and the 
code provision which authorized them was stayed. In other cases 
unconscionable prices have been greatly reduced by N.R.A. 
upon review. Consider certain examples of emergency prices (sup- 
posedly based upon lowest reasonable cost) in the Retail Solid Fuel 
Industry. Here, for certain areas, are the prices proposed by the 
code authority and the prices eventually approved by N.R.A. after 
review of the costs. 


Proposed Approved % 


Region Price Price Disallowed 
State of Illinois (Div. 25) 

SPER BOR) Fe Oy 65.016. 0:6-0.0-4-0 0 8 eiere 2.45 2.05 20 
Westchester ...ccccccccccccccces July 400 3.15 27 
[Eo gla ie ics eel ie ae ee 2.19 1.75 25 
ERGMNNNIEL «so cisicccasdcedélenvewewsece) Aaaa 1.91 16 
EMRGORNE WORE ao o.tis cre cine oes nee nws . 848 2.90 18 
St. Louis and E. St. Louis .......... 2.10 1.87 12 
ROBERN 5E.\ 5 charaterectare o ecco 6. siecn etree vee 4200 3.50 14 
Indianapolis & Marion County ...... 2.40 2.25 i 











COST AND MANAGEMENT 


Effect Upon on Prices 


III. The effect of the codes upon prices has been due, not only 
to formal code provisions, but to the fact that code authorities repre- 
senting sellers, but not buyers, have been entrusted with the privilege 
of administering the codes. Sometimes the privilege has been used 
to establish conditions far different from those which might be ex- 
pected by a naive reading of the code. The Business Furniture Code, 
for example, gives divisional committees the right to make recom- 
mendations to the respective divisions. Steel Shelving Division has 
used the right by recommending to members of the division that they 
allow no more than i5% of list price in buying used shelving, that 
they charge not less than 85% of list price in selling such shelving, 
and that they charge the full price of new products upon reconditioned 
shelving. 

In several industries the open price filing system has been sup- 
plemented by unofficial action. In the Canvas Goods Industry the 
code authority of the retail section gave its approval to the use of a 
National Standard Awning Price List prepared by the National Tent 
and Awning Manufacturers Association, and certain groups in the 
industry brought pressure to bear to induce members of the industry 
to file their prices as 65% off this list. However, departure from 
filed prices became so flagrant that the open price provision of the 
code has been stayed. In the Tag Industry the open price system 
has developed into a price book by a process both simple and ingeni- 
ous. Members of the industry who do not choose to file prices are 
bound, according to the code, by the lowest prices and most favourable 
terms on file. In practice only one or two large concerns file prices, 
and these prices are compiled into a price book which is circulated 
to the rest of the industry to inform them of the prices they must 
follow unless and until they file prices of their own. The language 
of this book is interesting: 

“The price for any lower quantities than listed quantities shail 
be the same as the total selling price for the lowest quantity on file. 
For instance, where the 5M rates is the lowest quantity rate on file 
and is $1.00 per M, the rate for 1M would be $5.00 and the rate for 
2M would be $2.50 per M..... 

“When any company not essentially in the printing business, 
operates its own printing department, it is not to be classed as a 
printer or given printer’s discounts. 

“The Federal Government in all its branches, as weil as ail State 
and Municipal agencies, are quoted consumer prices.... 

On State and Federal Government contracts no more than 5% 
may be allowed to a jobber or dealer, or any one else _— as an 
agent.... On ail orders for any Department of the U. S. Federal 
Government Zone 1 prices are to be quoted.. 

“Plain stock tags may not be combined with printed or other made- 
to-order tags to establish a quantity rate, even though both printed 
and plain tags are of the same size, unless the entire total of both 
plain and printed tags is priced as though all were prinied.. 

“CX Quality Shipping Tags are to be sold to the JOBBIN 
TRADE ONLY and only in quantities of not less than 10M of a size.” 

In certain other cases, although the procedure is not clear, the 
results of open price filing are remarkable. In the Electrical Indus- 
try there is record of case after case in which prices filed and kids 
upon contracts have been identical. A representative case is that 

of small electric motors, in which important electrical manufacturing 
companies filed identical prices and identical quantity discounts. ‘Lhe 
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achievement was ali the more notable because a different set of dis- 
counts was filed for each large customer; and the manuiacturers in 
some manner arrived at an identical degree of price discrimination 
for each customer. One buyer of electrical products explains the uni- 
formity by saying. “One manufacturer was frank enough to tell me 
this week that the Association set the price and any deviation would 
likely be serious as far as whatever disciplining the Association might 
do.” 

Concerning another Manu:acturing Industry, we have recently re- 
ceived a statement as follows: “in considering a contract for next 
year on steel pails, we were very blandly informed by the manufac- 
turer that he had nothing to do with the prices, that these were set 
by the Steel Pail Institute, and he had no alternative except to follow 
along.” 

Provisions against selling below cost, like open price provisions, 
may be used largely as a meais to other kinds of price control. At 
the Code Authority Conference last March the Executive Director of 
the Consumers’ Advisory Board read a letter from the secretary of 
a code authority which had strayed into our hands. It was as follows: 

“Your filed prices were roughly 10 per cent less than those filed 
by your competitors. In view of their experience in the manufactur- 
ing of a similar grade, they feel it doubtful that you could justify 
such prices. Consequently, I feel sure that you will want to revise 
your prices so that they will bear a closer relation to those of your 
competitors. They pointed out that in the event you found yourselves 
unable to co-operate, it was the opinion of some of the members that 
they might have to resort to procedure provided....by the code. 
Under this provision, a member may complain to the Code Authority 
in regard to your price schedule. This will lead to an investigation 
to ascertain whether this price can be justified....Such procedure is 
of course unpleasant and costly. I am sure this matter can be 
straightened out without restoring to any such action.” 

“It was pointed out that in the event the investigation proved 
that this price schedule could be justified on the basis of your own 
cost, that the members would then be forced to meet your price. This 
would then destroy your existing competitive advantage and merely 
serve to lower the existing price structure to no avail.” 

At the close of the session, the secretary of another code authority, 
wholly unconnected with the incident, came up to make excuses ior 
having written the letter. 

The mere lack of adequate accounting systems, or of N.R.A. ap- 
proval for a cost formula, has not always prevented the use of pro- 
visions against selling below cost. In the Wallpaper Manufacturing 
Industry a schedule of prices was developed at a conference at Lake 
George, New York, and sale below these prices has been regarded, 
prima facie, as sale below cost. The following extracts from the code 
authority’s minutes are illuminating. 

“Until further revision base prices adopted by the Advisory Com- 
mittee at the Lake George Mecting shall be adhered to, and all quota- 
tions lower than such base prices will be considered sales below cost, 
unless justified by the mills making such quotations....” 

And again: 

“The executive secretary reporting that substantial progress was 
being made toward the clearing and closing of all pending complaints 
arising in relation to the Lake George Schedule.... 

_ “With the exception of ————— personal contact was established 
im each case. This concern has submitted figures regarding which 
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complete agreement has not been reached. However, a letter to the 
trade indicating withdrawal of all prices below the Lake George 
Schedule as issued by this concern has come to the executive secre- 
tary’s attention. Satisfactory closure of the complaint is contingent 
upon official verification of this letter as a general policy, or final 
agreement on the cost figures.” 


Breakdown of Regulations 


IV. In certain industries prices have been kept competitive by 
the breakdown of provisions intended to fix prices. Codes cannot jorce 
people to spend more than they have nor enable business men to sell 
more than customers will buy. Hence the attempt to raise prices by 
fiat has led to widespread bootlegging of goods in violation of the 
codes. The bootleggers have found a ready market because consu- 
mers, most of whom would have supported the labor provisions of 
codes, have not seen either fairness or sense in legalized price fixing. 

The Code Director for the Birmingham Master Printers Associa- 
tion, speaking at the Typothetae convention, complained as follows: 

“We found as one of the greatest deterrents in our effort to en- 
force code compliance the extreme reluctance, not to say unwilling- 
ness, of the buyers of printing to present any evidence which might 
help us in our conviction methods. It is a perfectly natural set-up. 
We are not going to find buyers working with the code authorities 
in the enforcement of our prices and we should not expect it.” 

Notorious cases of bootlegging, such as the Lumber Industry and 
the Cleaning and Dyeing Industry, need not be described here. I shall 
stop at one less advertised example—the Fur Dressing and Dyeing 
Industry. The industry’s problem was the reduced use of furs in de- 
pression and the increased number of establishments which appeared 
as unemployed skilled workers set themselves up in business. The 
industry’s remedy was to fix minimum service charges upon the basis 
of the wage rates paid by New York union shops—a procedure which, 
in the Rabbit Dressers Division, raised service charges suddenly from 
the prevailing rate of 4 and 4% cents to the code rate of 7 and 7% 
cents. Tempting profits were thereby provided for non-union shops 
and shops outside New York. Within three months the chief propo- 
nent of the code service charges declared: “We got the service charge; 
we worked hard on it, and by the time we got back those that lived 
up to it found themselves losing their capital, losing their business, 
losing their customers, and it has made it possible for the violators 
to go in and become big business men, do a big business at our ex- 
pense.” Four divisions of the industry obtained minimum service 
charges; and in an average period of about three months the charges 
were suspended at the request of the industry itself. 

In many industries the evasion of the code has been indirect and 
the code authority has been unwilling to surrender its attempt at price 
control without further struggle. In the Crushed Stone, Sand, Gravel 
and Slag Industry the code authority feels that to prevent evasion 
of filed prices it must prevent the advance disclosure of future prices. 
In the Sanitary Napkin and Cleaning Tissue Industry changes in ad- 
vertising allowances are reported as ways of evading filed prices. In 
the Machined Waste Industry, where prices were filed by brand name, 
a producer wishing to make a special price had only to file a price 
for a new brand. In July the code authority suspended price filing 
and in December proposed to delete the open price clause from the 
code. In the Cork Insulation Division of the Cork Manufacturing In- 
dustry, producers subject to a price filing system found themselves 
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in competition with distributors who, not being under the code, could 
vary their prices at will. The same situation developed in the Com- 
mercial Refrigerator Industry, the Lamp Chimney Division of the 
American Glassware Industry, and the Lumber Manufacturing Indus- 
try. 

In such cases, the usual proposal has been to put more regula- 
tions in the code. Thus a simple clause about open prices or selling 
below cost develops a demand for resale price maintenance, manda- 
tory classification of customers, regulation of terms of sale, registra- 
tion of long term contracts, elimination of guarantees against price de- 
cline, prohibition of point sales, regulation of quality guarantees, and 
other similar rules. In the extreme case a combination of many such 
rules is proposed as a “merchandising plan”—a legal strait-jacket for 
an industry’s way of doing business. 

Even where the breakdown of price fixing has left actual prices 
substantially free, the process has been harmful to the consumer. 
Business attention has been turned from management to code politics. 
The naive enterprises which took their code seriously and obeyed it 
have been penalized regardless of their relative efficiency and inversely 
to their relative integrity. Buying and selling have proceeded under 
a new speculative risk—that an N.R.A. decision might alter the exist- 
ing prices. Code authorities have collected from their industries, and 
indirectly from the public, large sums of money to be spent in ad- 
ministering unduly complicated codes. For the most part these effects 
are roundabout, and not measurable. But the consumer’s interest in 
them is as great as his interest that industry shall be economically 
regulated and that business success shall depend upon efficient manage- 
ment rather than intrigue. 


The minister was visiting a woman noted for grumbling. She 
had a good crop of potatoes. The parson said: “Now, Mrs. Higgins, 
you have nothing to grumble about.” 

She replied: “Indeed, I have, where’s the little ones for the pigs?” 

* * * 

“TI wish you would realize, Jane, that there are two sides to every 
question.” 

_ “Well,” exclaimed his wife, “that’s no excuse for you always 
being on the wrong side.” 
* * * 

If all the autos in the world were placed end to end 98 per cent. 
’ the drivers would immediately pull out of line to pass the car in 
ront. ; R ‘ 

_ Hotel waiter, to fancy dress reveller who is half asleep: Come 
sir, you really must go off to bed, sir! Why, the dawn’s a-breaking, 
sir!” Late reveller: ’Let it break—and put it down in the bill!” 

Oo * * 

Wife (of American, in London hotel): I suppose we’d better go 
out and have a look at this burg. 

He: Guess there’s no hurry. We don’t want the whole day left 


on our hands. 
* * * 


“Do you play hockey?” inquired a doctor, as he examined his 
patient’s shins. 

“No,” replied the patient: “I play bridge, and my wife is usually 
my partner.” 
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Unemployment Insurance — 
A New Factor in Costs 


HE Dominion Unemployment Insurance scheme, now on its way 
T through Parliament, will be a new and heavy factor in production 

costs in most lines of business. It is estimated that a total of 
1,700,000 workers will come under this scheme. while about 865,000 
will be exempted, these estimates being based on the 1931 census. 
It is further estimated that employers will bear about 37 per cent of 
the total cost, the remainder being shared by the employees and by 
the government. In addition to paying his own assessments, the em- 
ployer will also have extra work in deducting workers’ assessments 
from their pay, and turning these over to the fund. It is evident 
that the task of payroll accounting will be enlarged, and that these 
additional items will have to be taken into cost also. 

While detailed regulations will not be available until about the 
time the scheme goes into force, the following summary of the legis- 
lative provisions will be of interest to all who are concerned with 
costs. 

The entire scheme will be administered by an Employment and 
Social Insurance Commission, with headquarters in Ottawa. The Com- 
mission will not only provide for benefits to those entitled to receive 
them, but will seek to secure employment for those out of work and 
generally devise ways of meeting the unemployment situation. While 
the Commission will co-operate to relieve unemployment, unemploy- 
ment relief, it is stated, will still remain a responsibility of the muni- 
cipalities and the Provinces. 

Insurable persons will be those over the age of 16 years, of either 
sex, who were engaged by contract or oral agreement, whether paid 
for by time or piecework or both, including those employed outside 
Canada by Canadian employers and who were insurable before leaving 
Canada. 

Exemptions 

A considerable list of occupations will be excepted, and therefore 
will not make contributions or be entitled to benefits. The excepted 
employments include agriculture, teaching, fishing, lumbering, bank- 
ing and financial businesses, Government employees, police, army and 
navy forces, agents and casual workers. 

Railway employees come under the insurance scheme, but sailors 
and fliers do not. Benefits will be paid out of funds contributed 
equally by the worker and employer, with Government adding one- 
fifth to the total of the other two. 

A man worker aged 21 years or over will contribute 25 cents a 
week, his employer 25 cents and the Government 10 cents. A woman 
worker aged 21 years will contribute 21 cents, employer 21 cents, 
Government 8.4 cents. Workers under 21 years will contribute as 
follows: 18-20 years, men 18 cents, women 15 cents; 17 years, boys 
11 cents, girls 9 cents; 16 years, boys 7 cents, girls 6 cents. The em- 
ployers and the Government will make the same proportionate con- 
tributions as in the case of adults. 

The Dominion Treasury will pay all the costs of administration. 

Scale of Benefits 


After.making 40 weekly contributions, the worker is entitled to 
unemployment benefits if he or she becomes unemployed. It will, 


112 





SORES ade Sas AE 





UNEMPLOYMENT INSURANCE—A NEW FACTOR IN COSTS 


therefore, be 40 weeks aiter the bill becomes law before any benefits 
can be paid. The benefits begin nine days after the worker becomes 
unemployed and will be at the following rates: 


Daily Weekly 


rate rate 
Mon: (21 years and over). ..66 266. S04 dss $1.00 $6.00 
Women (21 years and over) ..........+-- 85 5.10 
Wien CEO-20) WORE eo. cc caus c.cacenewele ee -70 4.20 
‘Women (12-20) years) 2... ccccccsicne ss -60 3.60 
OMS CL PORNO oo iin eas ong e ces Ree eReS 45 2.70 
Gekbte CET ORION 6 See diaw sinsacdanedene- cele 35 2.10 
TEOVE CEO CORIO oa cass: a3: s:ecewia eels Selene .30 1.80 
GUE OIG: GORIE 2 coscocccicccnneoune eee 25 1.50 

Dependents— 

[ER RR rane are eter rere re tee rere 45 2.70 
CHVINL, «occa arasenerciexslolerccsiens: seivei heres aero ae 15 .90 


It is provided that no insured person shall receive benefits on his 
own behalf or on behalf of his dependents which will in the aggregate 
exceed 80 per cent. of the wages he ordinarily received when he was 
employed. 

Workers will be entitled to benefits for 78 days, plus one day 
for every week’s contribution made in the preceding five years, less 
one day for every day’s benefit insurance had been paid over that 
period. A worker, for example. who had contributed one year before 
he became unemployed would be entitled to 78 plus 52 days, or 130 
days. If he or she got employment in the meantime, the days would 
remain to his or her credit. All contributions will be made in the 
form of stamps posted in the worker’s book. This book will con- 
stitute the worker’s insurance policy. 


An Employment Agency 


The Commission will establish employment agencies and ex- 
changes throughout Canada to bring workers and employers together. 
It will devise means for giving other assistance to unemployed who 
were not entitled to benefits. 

The exchange will be the working unit of the entire system. In 
large centres there will be several exchanges, looking after the pay- 
ment of benefits, getting employment for those out of work, and assist- 
ing in health and physical training activities. The exchanges will be 
grouped into perhaps four divisions across Canada. These will have 
their own offices under the general Commission. Machinery for ap- 
peals by the worker or the employers from the decisions of the ex- 
changes will be provided. Provision is made to protect the worker 
from being deprived of benefit because he refuses to accept a job at 
wages below what he ordinarily received or because of labor affiliations. 

The Unemployment Insurance Advisory Committee will be set up 
to advise and check the operations of the Commission. It will watch 
over the funds. 

The Bank of Canada will be the fiscal agent of the Commission. 

The fund will hold investments in Dominion or Provincial securi- 
ties. 

One important difference from the British act is the amount of 
State contribution to the Unemployment Insurance Fund. 

In Britain the State supplies one-third, the worker and employer 
each a third. The administration costs are taken out of the fund, 
but if they run more than 12% per cent. of the receipts, then the 
Government shoulders the cost above that figure. 
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In the Canadian act the Dominion Treasury pays all the cost of 
administration and in addition contributes to the fund one-fifth of the 
aggregate amount the workers and employers put up. Whether the 
Government in Canada is contributing a larger share than in Britain 
will depend on the cost of administration. 


The Commission 

The Employment and Social Insurance Commission will consist 
of a Chief Commissioner and two Commissioners, one representing the 
workers and one the employers. All will be appointed by the Gov- 
ernor-General-in-Council. Their appointments will be for ten years, 
and retirement will be automatic at the age of seventy. 

In addition to the duties laid down under the act, with respect 
to unemployment insurance, it will be the duty of the Commission to 
explore possibilities of extending that form of social insurance by 
supplementary schemes or otherwise perfecting the measure, and 
make representations accordingly to the Governor-in-Council. 

This Commission will also be charged with making provision for 
the relief of those in need through unemployment who were not work- 
ing in unsurable occupations. It will also be responsible for working 
out a system of occupational and physical training for the unemployed. 

The staff of this Commission will be under the jurisdiction of the 
Civil Service Act and will be engaged in accordance with rules of that 
body ‘os the exception of temporary technical and professional per- 
sonnel. 


Employment Service 


The same Commission will establish an employment service with 
branches throughout Canada and regional headquarters, for the pur- 
pose of bringing workers and employers together and serving as an 
exchange medium of employment information. It may demand in- 
formation from employers and a penalty is provided for failure to 
furnish such information. Advances may be allowed prospective em- 
ployees to transport them to the scene of their employment, the 
amount to be recovered from the worker after engagement. 

Persons receiving an independent income of $365 per year or more, 
seasonal workers never employed more than twenty-two weeks of one 
year, whether in an insurable occupation or not, and workers who do 
not put in full days on the job, may be exempted from the act. 


Status of Beneficiaries 


To fulfill the statutory requirements under which benefits may 
be paid, a worker must have contributed to the fund forty full weeks 
over a period not exceeding two years immediately prior to date of 
the claim. He must make application in the prescribed form and 
satisfy the Commission that he is capable and willing to work, but 
unable to obtain suitable employment. 

A claimant will not be required to accept work made available 
because of a trade dispute, nor an offer of employment at less than 
the rate of wages he habitually receives for such work. Nor will 
he be disqualified if he refuses work that would prevent his becoming 
a member or continuing as a member of any union of workers. 

An unemployed worker will not be eligible for benefits if he con- 
tinues to draw wages from his employer on compassionate or other 
grounds substantially equivalent to what he received while working. 
A worker receiving benefits from the act will suffer deductions for 
each day he engages in casual occupations, except when it is work 
that could be done after the hours during which he would be ordin- 
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arily employed, or work that would not earn more than a dollar in 
any one day. 

An insured contributor will be disqualified from receipt of bene- 
fits if he loses employment through stoppage of work because of a 
trade dispute unless he can prove that he was in no manner associated 
with those who brought about the stoppage. 

Disqualification will follow if a worker refuses suitable work of- 
fered by officers of the Commission, or fails to carry out directions 
given him by employment officers. The same will be true in the case 
of a worker dismissed for misconduct or who leaves his work without 
just cause. 

Incarceration in a penal or other institution at the cost of the 
public, or departure from Canada, or receipt of an old-age pension, 
automatically results in disqualification. 

Disqualification by the umpire, or court of referees, because of 
failure to accept suitable employment, misconduct, or deliberately 
leaving work without just cause, will be for a period not exceeding 
six weeks. 

Benefits will be paid for periods of seventy-eight days of continu- 
ous unemployment in one “benefit year,” with additional days to be 
computed according to the length of the contributing period. 

The expression “benefit year’ means twelve months following the 
date upon which, on application for benefits, he proves for the first 
time that he has fulfilled the statutory condition calling for forty 
weekly contributions, and, in the case of a man who exhausted his 
benefit rights in the last preceding benefit year, he proves that he 
has paid thirteen weekly contributions since the last Sunday of the 
period during which he had last received benefits. 

The Commission will have power to make special rulings to cover 
cases of those ordinarily employed at insurable occupations, but whose 
work is seasonal or part time. 

Benefits will be inalienable, and cannot be assigned to creditors 
or any trustee or agent acting for creditors. 

In the event of any decision of the Commission proving unaccept- 
able to the claimant on salient questions of right under the act, appeal 
may be taken to the Exchequer Court, or the Commission may seek 
a decision from that court, rather than take the responsibility of mak- 
ing a decision of its own. 

The Commission will work in co-operation with any Provincial 
or Municipal Government in seeking workable schemes for the estab- 
lishment of health and accident insurance on a contributory basis, and 
make such recommendations as it deems advisable to the Governor-in- 
Council to carry out such schemes, 


Manner of Working 

The details by which the provisions of the bill are intended to 
work out follow: 

Each week an adult workman will buy a 25-cent special stamp 
and his employer will also buy a 25-cent stamp for him. Both these 
stamps will be pasted in the workman’s book supplied him for the 

urpose. 
. "rhe same procedure will apply in the case of women and those 
under 21 years of age, with the stamps for the lesser weekly payments. 

When a worker becomes unemployed, he will go to the exchange 
in his district, where his case will be investigated from his book and 
information he and his employer will be able to supply. The first 
efforts of the exchange will be to supply a new job, getting in touch 
with other exchanges and other employers. 
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If, after nine days, the worker is still out of employment, the 
insurance officer in charge of the exchange will decide what benefits 
the worker is entitled to. The workers benefit year begins then. 
What benefits he receives from time to time will be entered. 

Should the worker or employer object to the finding of the insur- 
ance officer, either may appeal to the Court of Referees. The insur- 
ance officer may also refer any claim to this court. 


Court of Referees 


A Court of Referees will consist of one or more members chosen 
to represent employers, with an equal number of members chosen to 
represent insured contributors, and a Chairman appointed, probably 
a County Judge. The members of the Court of Reiterees will be paid. 

Panels of persons chosen to represent employers and insured con- 
tributors, respectively, will be prepared. 

Further appeal is possible to an umpire, probably a Supreme 
Court Judge. The decision of the umpire will be final. 

The Unemployment Insurance Advisory Committee will be ap- 
pointed by the Governor-in-Council. It will report to the Government 
before the end of February each year on the standing of the Unem- 
ployment Insurance Fund as of the preceding Dec. 31. 

If the committee at any time reports that the fund is likely to 
become or is likely to continue to be insufficient to discharge its lia- 
bilities, the report shall contain recommendations for the amendment 
of the provisions of the act. 

The Advisory Committee will consist of a Chairman and not fewer 
than four nor more than six other members. 

The Chairman and other members will hold office for a period 
which, in the case of each of the members first appointed, and of any 
member appointed to fill a vacancy, shall be of such duration not ex- 
ceeding five years as may be determined by the Governor-in-Council, 
and in the case of all other members shall be a period of five years. 

No member of the committee will be eligible to be elected to or 
sit in the Parliament of Canada. 

Of the said members, other than the Chairman, there shall be 
appointed either one or two after consultation with organizations 
representative of workers, and an equal number after consultation 
with employers. 

If, in the opinion of the Minister, a member becomes unfit to con- 
tinue in office, or incapable of performing ‘his duties, the Minister 
shall forthwith report the facts to the Governor-in-Council, and the 
Governor-in-Council may declare vacant the office of such member. 

The Minister may assign to the committee from the public service 
of Canada or otherwise such professional, technical, secretarial and 
other assistance otherwise than from the said service shall be subject 
to authorization by the Treasury Board. 

The chief duty of the Advisory Committee will be to advise the 
Commission and watch over the funds to see that the disbursements 
are kept in line with the receipts. The members will serve voluntar- 
ily, but will receive allowances for expenses, 

Persons employed in the following employments will not at 
present be included in the unemployment insurance benefits to which 
they will not make contributions: 

1. Agriculture, horticulture, forestry. 

2. Fishing. 

3. Lumbering and logging. 

4. Hunting and trapping. 
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5. Transportation by water or by air, and stevedoring. 

6. Banking, mortgage, loan, trust, insurance or other financial 
business. 

7. Domestic service, except where the employed person is employ- 
ed in a club or in any trade or business carried on for the purpose 
of gain. 

8. A professional nurse for the sick or as a probationer under- 
going trainng for employment as such nurse. 

9. A teacher, including teachers of music and dancing, whether 
engaged in schools, colleges, universities or institutes or in a private 
capacity. 

10. In the permanent active militia, the Royal Canadian Navy, 
the Royal Canadian Air Force and Royal Canadian Mounted Police. 

11. As a member of Dominion, Provincial or municipal police 
forces. 

12. Employment in the public service of Canada pursuant to the 
provisions of the Civil Service Act; or in the public service of Canada 
or of a Province or by a municipal authority upon certification satis- 
factory to the Commission that the employment is, having regard to 
the normal practice of the employment, permanent in character. 

13. As an agent paid by commission or fees or a share in the 
profits, or partly in one and partly in other of such ways, where 
the person so employed is mainly dependent for his livelihood on his 
earnings from some other occupation, or where he is ordinarily em- 
ployed as such agent by more than one employer, and his employ- 
ment under no one of such employers is that on which he is mainly 
dependent for his livelihood. 

14. Otherwise than by way of manual labor and at a rate of 
remuneration exceeding in value $2,000 a year, or in cases where 
such employment involves part-time service only, at a rate of re- 
muneration which, in the opinion of the Commission, is equivalent 
to a rate of remuneration exceeding $2,000 a year for full-time ser- 
vice. Provided that any person in respect of whom contributions have 
been paid as an insured contributor for not less than 500 weeks may 
continue as an insured contributor notwithstanding anything in this 
paragraph contained. 

15. Of a casual nature, otherwise than for the purpose of the 
employer’s trade or business. 

16. Any class which may be specified in a special order made by 
the Commission to apply for the purposes of this act, as being of 
such a nature that it is ordinarily adopted as subsidiary employment 
only, and not as principal means of livelihood. 

17. In the service of the husband or wife of the employed person. 

18. For which no wages or other money payment is made, where 
the person employed is the child of or is maintained by the employer. 


Total Estimated Costs 


The total cost is estimated at about $62,000,000, according to A. D. 
Watson and Hugh H. Wolfenden, actuaries engaged by the government 
to work out the details of the scheme. Some of their figures were 
submitted in Parliament recently. 

Mr. Watson’s tabulations indicate that the contribution made by 
the government to the operation of the fund will be larger than the 
insurance bill indicates at first sight. The government will make a 
direct contribution of one-fifth of the total sum paid by employees 
and employers and in addition it will shoulder all the costs of the 
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administration. Estimating this latter at 15 per cent., the three 
parties to the fund will make the following contributions: 


Employees—34 per cent. 

Employers—37 per cent. 

Government—29 per cent. 

Employers and employees will each contribute $21,000,000 and the 
government’s share will fall not far short of $20,000,000 annually. 
This last estimate is not, however, contained in the Watson report. 


Human Element 

Mr. Wolfenden’s report deals with the human element of unem- 
ployment insurance rather than the purely statistical. He makes a 
special plea against insurance being regarded as a complete solution 
for the economic ills of the nation. A workable insurance plan, he 
says, manifestly cannot be used for the indefinite maintenance of 
workers in defunct trades. It must encourage feasibility in occupa- 
tions and outlook of workers of all kinds and it should not be re- 
garded as a device which will discourage a worker moving from one 
industry to another or preventing his re-education along lines differ- 
ing from the industry in which he originally fitted. 

And a warning is sounded by Mr. Wolfenden against a miscon- 
ception of its purpose. It is insurance and not a relief measure. 
From the experience of Britain, where the fund became actuarially 
unsound through successive governments shirking their duties “be- 
cause they were afraid to put before the voter unpalatable proposals,” 
Mr. Wolfenden warns against political dangers which may face the 
fund unless precautions are taken. He says the advisory committee, 
which Mr. Bennett says is to be composed of men of the highest 
type, ought periodically to review the operations of the fund. 

Mr. Wolfenden makes some general observations upon economic 
conditions as they may affect unemployment insurance. 

“It may well become important to consider whether wide-spread 
planning at the level of depressed conditions may not perpetuate the 
level of the depression by destroying confidence and deterring enter- 
prise and whether artificial planning to force revival may not pro- 
duce such a weakening of individual intelligence and self reliance 
that real progress will be seriously retarded.” Mr. Wolfenden explains 
that it is difficult to predict the future course of unemployment. 


International Influences 


“It is now generally recognized that the rate of unemployment 
recently experienced throughout the world is a manifestation of a 
depressional period of cyclical business activity with the distinctive 
feature that it has been of almost unprecedented severity in many 
countries simultaneously and that it has been caused mostly by inter- 
national rather than national or local influences. 

“There can be little doubt that the unprecedented rate of unem- 
ployment recently experienced is attributable largely to international 
impediments to the free and natural interchange of goods, and ser- 
vices by means of tariffs, quotas, embargoes, special duties, national- 
istic legislation, subsidies, manipulation of exchange rates and migra- 
tion obstacles and that the situation is being aggravated by the in- 
creasing tendences within each country to abandon the doctrine of 
‘Caveat emptor’—to prescribe selling prices and so create artificial 
rather than free markets, to proscribe natural correctives and to regu- 
late earnings, prices, hours, products and markets and so render them 


unnatural and inflexible. 
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“These artificial devices have resulted in the widespread obstruc- 
tion of distribution and exchange. They have produced in many 
countries an appearance of over production and in others a state of 
want which is still unrelieved. And it is now frequently suggested 
that this situation should be dealt with by restricting production as 
well as distribution rather than by freeing the channels of distribution 
and thus encouraging exchange and trade.” 


Shifting of Workers 


Mr. Wolfenden admits that the evolution of machinery, fashions 
and methods have entailed a shifting of workers amongst various 
occupations. But he says there is more to it than apears on the 
surface. He proceeded: “The shifting has been primarily a process 
of redistribution and not one of permanent replacement for there are 
the best reasons, both statistical and economic, to support the view 
that science and the machine which generally today are blamed for 
the technological redistribution of workers have created at least as 
much work as they have abolished. 

“It is, however, an easy and not unnatural course for any man 
who may be faced with the necessity of changing the sphere of his 
activities to resist the economic and environmental alternatives so 
entailed and to desire the enactment of legislation which shall main- 
tain him either as an actual, or if he is unemployed, as a potential 
member of his former group. an, 

“To the extent that unemployment insurance and other similar 
legislation succeeds in thus imposing static regulations upon a dynamic 
economy and in prohibiting the operation of natural correctives it is 
likely to aggravate rather than reduce unemployment and in that 
event it will be seen to be particularly unsatisfactory because it will 
be sees insufficient to those very persons whom it is designed 
to help.” 

A workable insurance plan must encourage the occupational re- 
adjustment of workers, who find themselves in defunct trades. 

Mr. Wolfenden very definitely dismisses the arguments that an 
unemployment insurance scheme can be looked to as an unemploy- 
ment relief measure. If it is to succeed the insurance fund must 
be kept upon a solvent basis. 


Periodic Reviews 


“It is my opinion that the country at large and the insured 
occupations in particular will be lulled into a sense of false security, 
unless it is realized clearly that the most definite provisions must 
be included in the scheme to permit of its careful, thoroughly informed 
and non-partisan periodical review. Periodical reviews of this kind 
at least once a year and more frequently if deemed advisable are the 
chief duty of the insurance advisory committee.” 

He points to the dangers of governments failing to face unpalat- 
able truths, as happened in the British scheme, where a royal commis- 
sion reported “successive governments shirked the problem because 
they were afraid to put before the voter unpalatable proposals.” 

Mr. Wolfenden adds: “It is no reflection upon Canadian sense of 
ministerial responsibility and administrative capacity to suggest that 
the influences recognized by the British royal commission would be 
no less potent in the practical operation of any similar Canadian plan.” 





We know a friend who talks to himself because “I like to talk to 
a sensible man and hear a sensible man talk.” 
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COMING EVENTS 


Montreal—Meeting April 12, “The Bankruptcy Act.” 
Meeting April 26, Informal Closing dinner, and annual 
meeting. 
Toronto—Meeting April 24, details to be announced. Annual meeting. 
Hamilton—Meeting April 10, “Our Civic Financial Structure.” 
Central Ontario—Meeting April 11, “Bonus Systems for Control of 


materials and Waste.” At Guelph Armouries. Annual 
meeting. 

Annual Meeting of Society—Tentatively arranged for May 27th at 
Hamilton. 





SPECIAL COMMITTEES 


In accordance with a decision at the meeting of directors of our 
Society last November, two new special committees of the Dominion 
Board have been appointed as follows. 

Magazine Committee: W. M. Lane, E. D. MacPhee and K. A. 
Mapp, F.C.A., of Toronto. The following Chapter representatives 
have also been named to assist this committee: W. Furneaux and 
W. G. Smitton, of Hamilton; T. E. Saul, C.A., and G. H. Sheppard, 
of Winnipeg. This committee is for the purpose of promoting the 
interests of the Society through our magazine “Cost and Management”. 
A meeting of the main committee was held recently, and some changes 
in the contents of the magazine are being gradually made. 

Chapter Programs Committee: D. R. Patton. C.A., and P. W. 
Wright, of Montreal. The following Chapter representatives have 
also been named to assist this committee: G. S. Fleming and P. B. 
Pratt, of Hamilton; T. E. Saul, C.A., and G. H. Sheppard, of Winnipeg. 
This committee is for the purpose of developing topics for Chapter 
meetings, and promoting local activities as a whole. A meeting of 
the main committee with the general secretary was held in Montreal 
on March 29th, and it is expected that some new plans will be forth- 
coming in good time for the next season. 





Old-fashioned Uncle (who has been looking through theatre guide 
in an attempt to find a suitable play for his country | niece to see)— 
“Well, my dear, I’m afraid it’s a choice of two evils.” 

Niece—How lovely! Let’s see one tonight, the other tomorrow 
night.” 

* * * 

Two negroes who had been engaged to mow the lawn of a big 
hotel were quarrelling. 

“Niggah,” said one, “does yew know whut I done wish? I done 
wish dat hotel yonder had a thousan’ rooms in it, and that yew wuz 
laid out daid in e’vy room!” 

~ * ~ 


A deacon formed his Sunday school into line and marched them 
along the aisles—himself in front—singing “Hold the Fort.” 

The consternation which seized all parties at the second stanza— 
“See the mighty host advancing; Satan leading on—” can be better 
imagined than described. 

The deacon never repeated the performance. 
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RECEIVED IN MARCH 

Budgetary Control Effective, Making. National Association of Cost 
Accountants, March 15. 

Maintenance Costs & Control. National Association of Cost Accoun- 
tants, March 15. 

Costing, Systems of. Accountants’ Journal, March. 

Inventory Values, Treatment of Declines in. Journal of Accountancy, 
March, 1935 

nue, Manufacture and Distribution of. Journal of Accountancy, 

arch. 

Air Transport, Cost Accounting for. Cost Accountant, February. 

Air Transportation Company, Accounts of an. Canadian Chartered 
Accountant, March. 





THE TREND OF PRODUCTION COSTS 


Commodity prices as measured by the Dominion Bureau of Sta- 
tistics index number, which is based on the year 1926, advanced 
slightly from 71.5 at the end of January to 72.0 at the end of Febru- 
ary. The following is a comparison by main groups: 


Feb. Jan. Feb. 

1934 1935 1935 
Foods, beverages and tobacco ......... 73.1 68.5 69.9 
Other consumers’ goods ............00- 77.7 717.3 77.3 
All consamere” POads: . 6... ccicesecones 75.9 73.8 74.3 
PYOGUCERA’ <CQUIPMONE ....06666 6 0 osc oe aes 87.9 89.7 89.7 
Building and construction materials .... 82.3 81.8 81.6 
Manufacturers’ materials .............. 61.6 63.6 64.0 
All producers’ Materials: ...6.6 660 06.0 656.900 64.6 66.2 66.6 
AP PROGUEEES’ BOGE aie 6 iis ccc cwevecss 66.9 68.6 68.9 
PUL CORAIMOGIIER G6 5acaioc rehdive ce we sree 72.1 71.5 72.0 


The principle advances in February were in: Vegetables, veget- 
able oils, live stock, fats, milk and its products, and coal tar products. 
The principle declines were in: Hides and skins, glass and its prod- 
ucts, and paint materials. 





MEMBERSHIP CHANGES 


MARCH. 1935 
Montreal 
Take off: 
Desrochers, J. A., Frontenac Breweries Ltd. 
Willcox, F., C.A., Geo. A. Touche & Co, 
Toronto 


Take off: 
Conder, L. E., Recording & Statistical Corporation Ltd. 
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Business Keeps Ahead of 
Last Year 


Retail Sales Show Very Small Gain, But Some Other Records are up 
By Four per centor More 


By W. A. McCKAGUE 


T the conclusion of the first quarter of 1935, it is possible to say 
A that business is holding a better pace than a year ago, but the 

margin is so small that it is rather disappointing. This is es- 
pecially true of retail sales which, n January and February this year, 
averaged just one per cent over the same months of 1934. Out of 
eleven lines of business for which statistics are available, the following 
six are ahead this year. Boots and shoes, drugs, furniture, groceries 
and meats, hardware, and musical instruments. The following five 
show declines. candy, clothing, dyers and cleaners, general and de- 
partmental, an restaurants. It should be pointed out, however, that 
these statistics cover only the chains and other large concerns. But 
they include nearly three thousand stores, so it is likely that their 
figures are typical of trade as a whole, 
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Sales of these large retailing concerns have been recorded since 
the beginning of 1929, and in chart form they afford an interesting 
study of changes in the volume of business from year to year, and 
also of the seasonal trend in total turnover. For this purpose the 
total sales each month have been figured as a percentage of the total 
for January, 1929. Throughout 1930, 1931, 1932 and 1933, the sales 
each month showed declines from the previous year. In spite of the 
fact that industrial activity began to improve about April, 1933, it 
was not until January, 1934, that retail trade advanced over the pre- 


122 


BUSINESS KEEPS AHEAD OF LAST YEAR 


vious year. Except for slight declines in April and September, 1934 
was able to hold these gains, the year’s total averaging five per cent 
over 1933. 

1935, in turn, has kept ahead of 1934 by the slim margin of one 
per cent for the first two months. 

Although seasonal trends vary somewhat in different lines, most 
of them conform in the main to the trend of total business. December 
naturally is the peak month because of Christmas trade. October is 
usually the next best month because of buying of autumn and winter 
supplies. There is also activity in the spring season, but it is spread 
over several months, in fact from March to June. The lowest months 
in respect to total retail trade are January, February, July and August, 
while September and November are somewhat better. 

Outside of retail figures, however, we find some more encourag- 
ing facts about business this year to date. The total money turn- 
over in the first quarter, as measured by bank debits or clearings, 
averaged about four per cent over the first quarter of 1934. Freight 
traffic to the end of March was also about four per cent higher, and 
employment during March averaged four per cent over March of last 
year. Records for basic industries show greater gains, an average 
for coal mining, the iron and steel plants, and several other industries, 
being increased about twelve per cent over last year. 

While business still has many difficulties of its own. the greatest 
handicap at the present stage appears to be political uncertainties— 
about new taxation, and new regulations, that are being continually 
discussed, and some of which are finding their way into the statutes. 
Also, there is lack of building activity, and a reluctance on the part of 
investors to put their money into any kind of permanent form until 
they have some assurance that their investment will be fairly treated 
and show a return. It is recognized that in most lines of “consum- 
able” goods, i.e., goods: which are in regulad demand for consumption, 
stocks are not excessive, and demand is growing at least at a mode- 


rate rate. 


The driver of the municipal steam roller came home one day and 
announced to his wife that he had received the sack. 
“Oh,” she replied, “what was that for?” 
“Tt’s what you calls ‘red tape,’” said the man, disgustedly. 
“T just popped home to dinner on the roller and they sacked me for it.” 
* 


Patient—Say, Doc, I asked that nurse to put a hot water bottle at 
my feet, and she just turned up her nose and walked away. 

Doctor—Well, what do you expect? She’s the head nurse. 

Patient—Good heavens, do they specialize to that extent? Please 


get me the foot nurse, then. 
*& * * 


Parson Johnson—“De choir will now sing ‘I’m Glad Salvation’s 
Free,’ while deacon passes round de hat. De congregation will re- 
member dat while salvation am free we hab to pay de choir foh sing- 
ing about it. All please contribute accordin’ to yo’ means, an’ not yo’ 


meanness.” 
* * ok 


Proud Young Father—Now that you’ve seen my son and heir, 


which side of the house do you think he resembles? 
Astonished Bachelor Friend—Well, his full beauty isn’t developed 
yet, but surely you don’t suggest that he—er—looks like the side of 


the house, do you? 
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MONTREAL 














Reported by R. Schurman, C.A., secretary 

“Saving of time and labour in the office, by means of Mechanical 
Accounting Machines” formed the subject of a very interesting 
demonstration on March 15th, when Chapter Director Johnson of the 
Burroughs Adding Machine Company, placed the facilities of his office 
and staff at the disposition of our members. The experiment was a 
decided success—more than 40 members were present, several from 
out-of-town, among whom was Mr. H. S. Klein of the Julius Kayser 
Company of Sherbrooke 

In the absence of Chairman Dufresne, Vice-Chairman P. W. 
Wright made the opening announcements, and the members were then 
detailed off in groups, under the direction of the Burroughs staff. 
Many of the members brought their individual problems and had tests 
made on machines during the evening. Probably the most spectacular 
demonstration was that of the large tax accounting machines, in use 
in the Tax Accounting Department of the City of Montreal. These 
machines are equipped with interchangeable type bars, which are 
adapted for almost any requirement of account listing. As set up 
they are making out accounts for the taxpayers, with four copies, 
showing the account number; valuation of the property; total tax col- 
lected, sub-divided into property tax, snow cleaning, vault tax, other 
taxes, total discount, net paid. Other machines were set to list ar- 
rears. Type bars reading total taxes, name of proprietor, account 
number, cadastre number and sub-division, amount of arrears by years, 
1930, 1929, 1928, ete., to 1925 and prior, with a special column for 
remarks. 

Other machines were set up to provide for pro-rating of instal- 
ment payments and interest for special taxes—paving or otherwise. 
These machines would pick up and carry forward amounts of overdue 
interest. The adjustable bars were set to show the following: 

Valuation of property on the roll; account number; typing of the 

name of the taxpayer; his profession; sub-division of the prop- 

erty; value of land and buildings; the taxation panel in which 
the tax fell; taxes exempt, Catholic, Protestant, neutral, Jewish; 

Special for snow removal and the area; and special for number 

of Council resolution if any reduction were authorized on the 

valuation or assessment made. 

The speed with which these machines operated and the enormous 
amount of information obtained at cne writing, and the cumulative 
totals, were astounding. 

The adding and billing machines perhaps rank next in point of 
interest. These billing machines, in addition to typing name, address, 
shipping instructions, terms of credit, cash and trade discounts, listing 
of quantities, kinds of goods, prices, amounts, and totals, would at the 
same time give cumulative totals of quantities, compute the amount 
of each item as well as a series of trade discounts; make the deduc- 
tion of discount; add the total of the invoices and show a cumulative 
total for sales and sales tax—all in one operation. 

Machines which were set to record departmental retail inventory 
records, were also most interesting. These recorded detail items in 
the inventory, additions for quantity, extensions and totals shown at 
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both cost and retail by each Department; current purchases; purchases 
to date; treight and expense to date; and the cumulated total. They 
would also record the mark-up, mark-up percent; deductions at retail; 
mark-down percent, both current and to date; and the percent of each 
and the balance of inventory. This reads like a story of Atlas holding 
up the world—the financial world at least. 

The variety of adding machines, with cash drawers attached, 
were most complete, and served a great variety of purposes. There 
were machines for use in hotels—checking out food served in the 
dining rooms, giving quantities and values, which in turn checked with 
cash received at the cash desk, and making due allowance for voids 
or returns. There were machines for use in fruit stores, fast opera- 
ting machines which would record many varieties, cumulating both 
quantities and values. The machines for use in gasoline stations, re- 
cording the many varieties of gas sold, and segregating the sales by 
operators, were most interesting. 

There were speed-feed billing machines, making almost any re- 
fuired number of copies, and automaticaily throwing out carbon after 
the invoices were made. There were adding machines which printed 
and those which did not print. There were electrically typewriters, 
calculated to take the typewriter operators out of the Max Baer class. 
Chairman Wright calculated that an operatcr in the course of a day, 
producing say sixty letters on an ordinary machine, lifted something 
like 2% tons each day in pulling the carriage back for the beginning 
of each line—and of course the demonstrator did not lose an opportu- 
nity of telling us how much attractive and rested the operator would 
be at the end of each week if she used an electric powered typewriter. 
We almost believe she might not require summer holidays. 

The climax was probably reached when we were shown a section 
of one of the machines electrically and performing the various opera- 
tions of adding and cumulating. All the moving parts were easily 
seen, and the mechanically inclined, who could understand the system 
of cams, levers, gears, screws and other means of propulsion, had a 
good time watching the wheels go round.” Long after the usual hour 
for closing our lectures, the members were busy asking questions, and 
Mr. Johnson and his staff patiently answered them. It was an interes- 
ting and instructive meeting. 

On March 1st, the members had a most interesting lecture from 
our good friend and Director, “Father” Belanger, who gave us a paper 
on “The Accountant and his Responsibilities.” 

Mr. Belanger in his lecture, showed the trend of changing con- 
ditions in cost accounting, and the increasing importance of the sub- 
ject. He dealt particularly with the valuation of inventories and gave 
in detail method of arriving at the value of a lumber inventory as an 
example. A spirited discussion took place at the close of the lecture. 

Mr. Belanger has been asked to submit his paper for reproduction 
in “Cost and Management”, and it is hoped that he will do so. 


Another important contribution has just been made to the refer- 
ence literature of our Association by Paul E. Gnaedinger, Industrial 
Engineer with the Dominion Rubber System at Kitchener, Ontario, 
who gave an address before the members of the Montreal Chapter on 
March 29th. 

This important paper will be published in “Cost and Management.” 
There was a langer attendance of members than usual and several 
guests, including members and visitors from Granby. Que., and the 
General Secretary of the Association, Mr. W. A. McKague, Toronto. 
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The Montreal Gazette reported the address as follows: 

“The advantage of standard costs were set forth at a meet- 
ing of the Canadian Society of Cost Accountants and Industrial 
Engineers, Montreal Chapter, by Paul E. Gnaedinger, Industrial 
Engineer with the Dominion Rubber Company. Standard costs, 
he pointed out, was not so much a method of accounting, as the 
idea of pre-determining what costs should be. Accounting was 
incidental; it performed the function of indicating the extent 
that actual costs varied from standards. This variation was 
carried through and revealed in the financial statement of the 
organization. The application of standards could be carried 
beyond manufacturing costs. 

“If the fullest value is to be obtained from the use of stan- 
dards in accounting, Mr. Gnaedinger said, all other factors af- 
fecting profits, such as volume of sales, margin of profit, selling 
and administration expenses, turnover, and balance sheet ratios, 
should be incorporated in the general set-up of standard costs. 
The field for standard setting in industrial administration is 
practically unlimited and the profits obtainable from this poten- 
tial field are vast.” 

An informal meeting of the members of the Dominion Board was 
held during the visit of the General Secretary to this great metro- 
politan and financial centre of the Dominion. Needless to say, he en- 
joyed the change. Suggestions and tentative plans for next year 


were under discussion. 





TORONTO 


Reported by W. A. McKague, General Secretary 

The Toronto meeting of March 5th drew barely an average at- 
tendance, the subject being outside of the special interests of the 
accountant, but the speaker. Mr. John Jennings, well repaid those 
coming, with an excellent address on Central Banking. 

The meeting of March 27th brought our members back from high 
finance to the more or less familiar ground of Production Planning 
and Control, Mr. C. A. Henderson, of Canadian General Electric Com- 
pany Ltd., Peterboro, pinch-hitting on this subject in place of Mr. 
H. M. Turner comptroller of the company, who was to talk on cost 
accounting but who was unable to come. 

Mr. Henderson gave a comprehensive description of the system, 
being installed in the Canadian General Electric works, and was heard 
with close attention during his talk of about an hour, which was fol- 
lowed by a question period which he also capably handled. What 
seemed to impress our members most was the detail involved in the 
system outlined which, while probably too great for most plants, at 
least gave them many ideas to take away. 

The closing and annual meeting of the Chapter is scheduled for 
April 24th. At the time this is written, the details are not settled, 
our active members apparently being divided into two factions, the 
conservative side depending upon a good speaker to bring out the 
attendance once more, and the liberal side, apparently with no regard 
to the sanctity of our organization, hoping that the executive will put 
on something light and tricky in the way of entertainment; we even 
heard something about fan-dancers or scanties, though we did not 
know there were any of them in Toronto. The executive is having 
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a special meeting to discuss this problem and the result will be duly 
announced. 

We are able to say, however, that the attendance record puts Mr. 
J. M. McKee’s team in first place, the team of Mr. LeFrancois runn- 
ing a close second. The reward, if any, will depend upon the executive. 


HAMILTON 


Reported by R. Dawson 

Two more really successful meetings were held during March 
by the Hamilton Chapter. The first on March 6th, was the Annual 
Meeting and while the attendance was small, the members present 
made up for this in enthusiasm. The meeting took the form of a 
number of disgruntled shareholders of a Company whose balance sheet 
reflected what the shareholders claimed was rank inefficiency in the 
management of the Company. Mr. M. I. Long, C.A., acted as chair- 
man of the meeting, and the discussion waxed hot on occasions. Many 
were the suggestions put forward by the shareholders but eventually 
a committee composed of D. R. Briggs, M. I. Long, C.A., W. G. Smit- 
ton, A. G. Howey and R. Dawson, was appointed to work with the 
management in an effort to put the Company on a sound basis. 

The ballots cast for the election of directors of the Chapter for 
the next season were counted at this meeting, and showed Messrs. 
Dawson, Long, Frazer, Horton, Menzel, Wright, Ballantyne, Howey 
and Ward elected. Officers will be chosen at a later meeting of the 
Directors. 

The second meeting on March 27th, was preceded by a plant 
visit to the Canada Works of the Steel Co. of Canada Ltd., and was 
thoroughly enjoyed by about twenty five members, who were conduct- 
ed on a most interesting visit of the large plant by several company 
guides. Following this, about thirty six attended dinner at the Went- 
worth Arms Hotel, and this number was supplemented by about a half 
dozen others at the meeting. This meeting was addressed by Frank 
Vercoefi Bsc. of the Steel Co. of Canada Ltd., Swansea, whose talk 
on “The Relation of the Industrial Engineer to the Accounting Dept.”, 
was voted as one of the best ever held by the Hamilton Chapter. Mr. 
Vercoe’s talk will appear in Cost and Management, so that no good 
purpose can be served by dwelling on it here. Suffice it to say, that 
it was a real talk, and Mr. Vercoe will be welcomed back in Hamil- 
ton at any time. 

The next meeting of the Chapter will be held on April 10th, when 
Mr. R. J. Menary, Chief Accountant at the Hamilton City Hall, will 
address the members on “Our Civic Financial Structure.” This pro- 
mises - be another outstanding meeting, and a large attendance is 
expected. 





CENTRAL ONTARIO 


P-ported by W. A. McKague, General Secretary 
Mr. Geo. F. Cossar, C.G.A., of A. R. Clarke & Co. Ltd., a member 
of our Toronto Chapter, provided an interesting address on Leather 
Tanning Costs at the March 11th meeting of Central Ontario Chapter 
held at the Walper Hotel in Kitchener. He described the operations 
in the industry, and the accounting and costing problems involved, and 
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how they were handled. No matter how they may be graded, appar- 
ently hides are hides, and there is no fore-telling just what leather 
may result until there is thorough inspection. We learned that hides 
differ in quality not only according to the animal, but also according 
to the place where it is raised, and according to the dealer who takes 
it in, or according to the butcher or packing house which takes it off 
the animal. We hope to have Mr. Cossars’ talk in print shortly. 

The closing and annual meeting of the Chapter has been arranged 
for April 11th, at Guelph Armouries, the speaker being Mr. R. Pres- 
grave, of J. D. Woods & Co., Ltd., who is known to many of our Tor- 
onto and Hamilton members, and who will deal with Bonus Systems 
as applied to Control of Materials and Waste. 


AUTOMOBILE MANUFACTURERS OPPOSE PRICE 
FIXING 


The following letter has been filed by the Automobile Manufac- 
turers Association of the United States with the National Industrial 
Recovery Board in connection with the hearings on price control and 
price fixing: 

“By unanimous vote, members of the Board of Directors of the 
Automobile Manufacturers Association, who constitute the adminis- 
tration agency for the Automobile Manufacturing Code, have asked 
me to record with you their opposition to the continuation of trade 
practice provisions in any code of fair competition where the direct 
or indirect objective is price fixing, price maintenance or production, 
control. 

“Lower costs and lower prices increase volume and hence employ- 
ment. Higher costs and higher prices mean decreased volume and 
less employment. 

“Trade practice provisions designed to accomplish price fixing, 
price maintenance or production control must inevitably lead to the 
regimentation of business and to the sacrifice of efficiency at the 
cost of the consumer. 

“We favor free and open competition under regulations laid down, 
by Congress to prevent anti-social practices.” 


“How do you keep such a fine polish on the floor?” : 
“Well, my method is to place little Willie on it and ask him to 


keep still.” 
ca * * 


“How did you find things down on the farm this summer? Crops 


good, I hope.” : , 
“Well, father did fairly well with his lunch stand, but he just 


about broke even on his gasoline and oil.” 
* * * 


A golfing cleric who, in the course of a game, made several bad 
foozles, remarked on each occasion in a disgusted undertone, “As- 
souan.” His opponent was intrigued. “Why do you say ‘Assouan’?” 
he asked. “Because,” replied the parson, “it’s the biggest dam I know.” 

* * * 


“Hey!” yelled the traffic officer, “you can’t turn in the middle of 


the street.” 
“T can, too,” smiled the girl. “I’m a much better driver than you 


think.” 
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